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FOREWORD 


It was natural that ‘‘Social Security’’ should emerge as 
the most important basic issue discussed in the wide and 
varied program of the 80th Annual Meeting of the National 
Conference of Social Work held in Cleveland May 31-June 5, 
1953. 


Many social workers have taken our federal social security 
program for granted and only a relatively few have taken the 
trouble to inform themselves on the ramifications of the So- 
cial Security Act. 


Many groups in our country have given a great deal of at- 
tention during the past year to the programs of Old Age Sur- 
vivors’ Insurance and Old Age Assistance. As a result, many 
proposals have been suggested which need careful scrutiny 
and examination. 


The major function of the Conference is to provide a dy- 
namic educational forum for the critical examination of basic 
social welfare problems and issues. We feel that this modest 
publication contributes to the achievement of this function 
and helps develop a better public understanding of this im- 
portant and significant aspect of social welfare. 


The papers included in this volume are restricted to those 
presented during the period of the recent Annual Meeting and 
which were considered pertinent to these aspects of social 
security. The selection of any paperdoes not imply endorse- 
ment of its views by the Conference or the Editor, nor does 
exclusion of a paper imply the opposite. 


The Conference is grateful to Professor Alton Linford for 
selecting the papers and editing this volume. 


JOE R. HOFFER 
Executive Secretary 


August 1953 
Ill 
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INTRODUCTION 


The National Conference of Social Work offers this book- 
let to the public in the belief that it will be both provoca- 
tive and informative in the impending re-examination of old 
age security by the new administration. Assembled here are 
the papers relating to social security which were presented 
at the 80th Annual Meeting in Cleveland May 31 to June 5, 
1953. That they relate almost wholly to old age security is 
probably explained by the fact that legislative proposals and 
public discussion have centered on this aspect of social 
security. 


It seems inevitable that Congress will make a searching 
examination of social security next year. Social security 
measures are associated in many people’s minds with 
things roundly condemned by the Eisenhower Administration: 
the Welfare state; high taxes, bureaucracy, federal domina- 
tion or centralization of government in Washington, sociali- 
zed medicine, etc. Already a Congressional Committee and 
several special Commissions have been or are about to be 
created to study some phase of social security. Thus, the 
House Ways and Means Committee has a sub-committee, 
chaired by Rep. Carl T. Curtis, already at work reviewing 
old age security measures, A Special Commission on inter- 
governmental relations is expected to examine critically all 
existing grant-in-aid programs (most of which are welfare) 
with a view to eliminating, reducing, or modifying federal 
participation in them. Another Hoover Commission has been 
created to study the Executive Branch of the Federal Go- 
vernment, and it is emphasized that this time it will be con- 
cerned with policy and program as well as with structure and 
administration. 


The U.S. Chamber of Commerce proposal to freeze the 
OASI Trust Fund, eliminate federal grants for old age assis- 
tance blanket into OASI all retired persons over 65 and to 
place this enlarged old age security program on a pay-as-you- 
go financial basis has received much publicity and it is being 
pushed with great vigor. 


Social workers and other citizens must prepare them- 
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selves to participate responsibly and competently in the 
coming discussion and review of social security measures. 
The Conference authorities believed that the papers inclu- 
ded herein will assist readers to understand the issues and 
to reach sound conclusions. 


Representative Curtis’ ringing challenge to Old Age and 
Survivors Insurance was perhaps the most significant paper 
presented at the Conference. Presented to a large audience 
on the opening night of the Annual Meeting, this paper chal- 
lenged, alarmed, and saddened many of the listeners. Many 
interpreted it as a preview of the sub-committee’s report to 
the Congress. The paper was so provocative that through- 
out the week one encountered clusters of people warmly 
debating its author and the questions he raised. The Con- 
ference schedule afforded no opportunity for a considered 
response to the Curtis paper, but many speakers in subse- 
quent meetings found opportunity to comment - frequently 
in response to questions from the floor. All such comments 
could not be included in this publication, but three of them 
are. Arthur J. Alemeyer, recently retired commissioner of 
Social Security Administration, made his remarks extempo- 
raneously when called up out of the audience in a Monday 
afternoon meeting. Dean Donald Howard and Director Charles 
I. Schottland departed from their papers on a related sub- 
ject to make their comments on the Curtis paper. 


The papers by Anne Geddes and Neota Larson contain 
much factual material about OASI and OAA which the Con- 
ference Program Committee in January 1953 felt was essen- 
tial to enable social workers to better understand these two 
security measures for the aged. 


Finally, Professor Harris’ paper will enable social 
workers to think more clearly and realistically about the 
problem of financing social security. Relating social wel- 
fare expenditures to the rising national income data, his 
thesis that a healthy economy requires even larger welfare 
expenditures is indeed a unique one. 


Alton A. Linford, Professor 
School of Social Service Administration, 
University of Chicago 
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Carl T. Curtis, 


WHICH WAY Member of the House of Representatives, 
OLD AGE and Chairman of the Sub-committee 
SECURITY? of the Ways and Means Committee 


Studying Social Security 


The invitation to speak at this Conference was extended 
to me because | happen to be Chairman of a Subcommittee 
which is undertaking a basic study of our Social Security 
Program. I speak for myself only, however. Naturally, there 
are some who may ask: Why should we look into Social Se- 
curity? Why do we need another study? We need a searching 
inquiry into our Social Security Program for the same reason 
that we need to examine the highway maps. We have to find 
out where we are, where we are headed, and where we should 


go. 


We need to take a fresh look at Social Security -the aims, 
the objectives and the operation of the present system - for 
the same reason that manufacturers of automobiles subject 
their newest models to severe road tests to find out where 
additional improvements can be made. 


I am going to confine my remarks to the problems of the 
older citizen. This means a discussion of Old Age Assis- 
tance and Old Age and Survivor’s Insurance. 


Under our Old Age Assistance program the Federal Govern- 
ment makes a grant to the states for assistance to the aged. 
The states and their subdivisions raise a part of the money 
and payments are made to old people on the basis of need. 
Of the amount that a destitute, aged person receives, the 
Federal Government pays four-fifths of the first $25 and one- 
half of the next $30. The balance must be raised within the 
state. It is generally referred to as ‘‘relief’’. Approximately 
2.6 million persons are on the Old Age Assistance rolls. 


Old Age and Survivor’s Insurance is a different program 
entirely. A tax of 1% per cent is levied on wages up to 
$3600 per annum received by covered employees and a tax 
in the same amount is levied on the employer. Self-employed 
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in certain lines pay a 24% per cent tax on net income up to 
$3600. The worker is assigned a Social Security Number and 
his wage or income records are maintained by the Federal 
Government. Benefits are paid at age 65 to those who have 
the required number of quarters of coverage in an amount 
based on past average earned income provided the recipient 
does not earn more than $75 per month in covered employ- 
ment. Approximately 4 million aged persons are now recei- 
ving OASI benefits. 


This OASI program is far-reaching As presently adminis- 
tered it is projected far into the future. Social Security ac- 
tuaries talk about the benefits, the cost and the coverage of 
the program in the year 2000. This means that we are now 
enacting legislation binding the citizens in the year 2000 as 
to how they shall meet their social obligations, how much 
they shall pay out in benefits, and how much taxes they shall 
pay. What would be our reaction if a similar undertaking had 
been started by the Congress of the United States shortly 
after the turn of the century? When we bear in mind the pre- 
sent burden of government costs, including defense expendi- 
tures, how would we react today if we were forced to honor 
today’s social obligations as determined by the Congress of 
50 years ago? The America of 2000 A.D. may be faced with 
this problem. 


We were promised that Old Age Assistance was tempo- 
rary; that Old Age Survivor’s Insurance would make it unne- 
cessary. Instead, Old Age Assistance has grown. Old Age 
Assistance has become one of the major functions of govern- 
ment. We have two competing and altogether different old 
age programs. 


In our basic consideration of OASI, can we ignore our pre- 
sent generation of old people? Has Congress acted wisely 
and equitably by taxing our economy for the retirement of 
present workers and by failing to extend comparable treat- 
ment to those already retired? 


Is our OASI program something for our youth or our present 
aged? If it is something to be built up for our youth when 
they are old, are we managing it with honesty, fidelity and 
soundness? Will a continuation of the status quo be unfair 
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to our young producers and taxpayers? Can the costs of 
OASI be borne by them together with all other costs of govern- 
ment? 


What is the impact of the present Social Security program, 
including Old Age Assistance, upon government? Upon our 
economic system? Upon individuals? What is the impact of 
this system upon our public and private morals? What should 
be the role of the Federal Government in these matters? What 
should be the role of industry? What should be the responsi- 
bility of the individual? 


It is contended by some that all the problems in Social 
Security would be solved merely by extending OASI coverage 
to all occupations. In the first place there are legal involve- 
ments in extending OASI to all of these categories, but waiv- 
ing the involvements and the political resistance to universal 
coverage, the mere extension of OASI taxes to all people 
would still leave many problems in the field of Social Secu- 
rity unanswered. These problems include retirement tests, 
amount of benefits, costs, taxes, inequities, inadequacies 
and fiscal soundness. It still leaves all the questions about 
the reserve fund. Should there be one? If so, how big? 
Since its function was intended to assure payment of bene- 
fits, how can it be protected against raiding for all kinds of 
other proposals? 


But the major problem that would still be with us if OASI 
were made universal is what about our present aged? In 
round figures there are about 13.4 million people over 65 in 
the country. About 4 millions of them are receiving OASI 
benefits. Another 2 millions are eligible but are still work- 
ing. There are thus millions of our present aged who either 
got no old age benefit or they are receiving Old Age Assis- 
tance on a needs tests basis. If we made the coverage uni- 
versal there would still be 6.4 million of our people who are 
over 65 who could not be recipients of an OASI benefit. 


This conference is considering social problems. Are we 
interested in the welfare of all our aged citizens or only a 
select portion of them? 


All the OASI legislation enacted to date plus universal 
coverage would still mean nothing to 6.4 million aged in the 
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country. Would this meet the social problem? 


Social Security presents one of the greatest challenges 
to the minds of thoughtful Americans. To defend the status 
quo of the concepts and policies embodied in our present So- 
cial Security Law and refuse to take a new look is reaction 
to the nth degree. We must examine and evaluate the pre- 
sent situation and chart the best course possible for the future. 


Let us ask ourselves the question: What is the purpose 
of Social Security so far as the aged are concerned? What is 
your idea of the purpose of Social Security? Why do you fa- 
vor a Social Security system? Who should be taken care of 
first in such a system? 


When the Social Security was evolved back in 1935 there 
were certain stated objectives ag the leading citizens of that 
day discussed the problems of old age. They talked about a 
program that would provide benefits for the citizen who upon 
reaching an age where he could no longer provide for him- 
self would have some help that would not destroy his dignity 
or his self-respect. 


In selling the idea of the necessity of Social Security, the 
people were constantly reminded of the plight of the aged in- 
dividual dependent upon others for his support. In 1935, one 
expert described the outlook in these words: Not only will 
most of the persons in the aged group itself who are now un- 
employed never again be able to obtain employment, but it 
is likely there will be a large amount of permanent unemploy- 
ment among the middle aged. This was beginning to be a 
serious problem before the depression, but it will be far more 
acute in the future than it bas in the past. 


Many of you here may have participated in the early dis- 
cussions on Social Security. You may have expressed your- 
self on what was the purpose of the program. You may have 
heard others present their views in 1935 on why there should 
be a national program for the aged. 


I think that it is proper that now -- in 1953 -- we again 
ask the question: What was the purpose of Social Security 
insofar as our aged were concerned? What has become the 
purpose of Social Security? First, it might be well that we 
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consider who pays for the OASI benefits. If the recipient 
has paid for his own benefits the purpose might be different 
than if his benefit is paid for by others. What are the facts? 


The maximum benefit that can be drawn by an individual 
who retires today if he has a spouse who is also of retire- 
ment age has a total expected value for the two of $18,700. 
By total expected value we mean the monthly benefit multi- 
plied by the numberof months of the average life expectancy 
of such a person. The most that thisindividual could have 
paid for this benefit is $510. It is possible that he could re- 
ceive this benefit by the payment of a mere $100. It is true 
thatthe employer paid a like amount of taxes but the employ- 
er’s taxes were not specifically earmarked for the individual. 


The average benefit paid to an individual who retires to- 
day, if he has a spouse of retirement age, has a total expec- 
ted value for the two of $13,700. The most that he could 
have paid for this is $225 and he could have obtained it for 
a mere $50. 


Why is it that the man or the woman who because of lack 
of education or opportunity or because of physical handicaps 
or other shortcomings is able to earn but a pittance through 
his best years receives the smallest amount of benefit in his 
old age? It is because it is social? It isn’t because it is 
bought and paid for insurance -- but that’s another matter. 
We ask the question: Is it the purpose of Social Security to 
deny a benefit to a person who cannot provide at all for his 
old age? Likewise: Should Social Security pay the smallest 
benefit to those classes of individuals with the least oppor- 
tunity and ability to provide for their own old age? 


What is your idea of the purpose of Social Security any- 
way? Should the purpose of Social Security be to give the 
largest benefit to those citizens who are best able to pro- 
vide for their own old age? 


Who are now eligible to receive the maximum benefits un- 
der our Social Security Law? They are those people with 
dollar incomes in their productive years substantially greater 
than the income of others around them. Included are the cor- 
poration executive, the successful business proprietors, the 
higher paid employees -- and even a large number of wage 
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earners who might be described as being in the middle and 
upper income brackets. 


Is it carrying out your idea of the true objective of Social 
Security for your government to provide for an OASI tax of 
only $81 annuities valued at more than $15,000 eachto some 
of the nation’s most prosperous citizens? 


Experience has repeatedly demonstrated that American 
workers have advanced to progressively higher levels of 
real income and standards of living -- and there is good rea- 
son for believing that, through further scientific discoveries, 
inventions, ingenuity and steadily improving labor-manage- 
ment cooperation, such advances will continue in the future. 
In view of this experience and of these prospects, will not 
the vast majority of American workers increasingly be able 
through their individual efforts to make supplementary provi- 
vision for their old age? Of course, there will always be 
some with meager earning capacity. But if our free and stea- 
dily improving educational facilities, our dynamic private 
enterprise system and freedom of opportunity truly offer su- 
perior advantages, should not the proportion who need rela- 
tively better social security treatment steadily diminish? 


All of you are attending this conference because of your 
interest in people. Perhaps every individual within the 
sound of my voice is interested in some old person who is 
faced with the grim problem of how to secure some food, 
shelter, and perhaps some hand-me-down clothes. You people 
know too well how such a destitute, aged person must pro- 
ceed. You are aware of the inspections and questioning that 
that aged person must submit to. You people are aware of 
the affect upon family life and upon the parent and child re- 
lationship that is made necessary by the administration of 
Old Age Assistance. 


When you are concerned about the problem of some person 
who must in his old age ‘‘go on relief’’, are you cheered by 
the fact that many other people far more fortunate than your 
friend are securing such bargains from Old Age and Survi- 
vor’s Insurance? 





A lawyer in a Midwestern city told me the experience of 
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his client. She was a 60-year old widow. She served as ad- 
ministratrix of her husband’s estate. The estate amounted 
to a million dollars. Of course, her services as administra- 
trix constituted self-employment extending throughten years. 
By paying herself an administratrix fee, she received self- 
employment income. Upon the payment of $121.50 tax, the 
lady became eligible for the maximum Social Security bene- 
fits -- a paid-up annuity for her life -- whether she lives to 
be 75, 80 or 90. 


In your experience in social work did you ever encounter 
a case where the aged man was one-quarter short of qualify- 
ing for Social Security or did you handle the case of the widow 
with several small children whose husband died just short of 
being ‘‘currently insured’’? Is it an accurate answer to these 
problems to say, well, the people who receive the generous 
benefits have paid for them? 


Is it not surprising to have so many all over the country 
refer to OASI benefits as insurance bought and paid for? I 
hold in my hand a little pamphlet published by the Federal 
Security Agency of Washington, D.C. in January 1947. Ie 
describes Old Age Insurance. It says, checks will come as 
a matter of right. He and his employer bave paid for them. 
Now let us question that situation. In promoting its program 
why has this Federal Agency said that checks would come 
as a matter of right? Does the person who is paying Old Age 
Survivor's Insurance taxes acquire a right that is legally en- 
forceable against the government? Does the law so provide? 
If not, why did the agency say that? And if there are no con- 
tractual rights, where is the protection for one who will not 
reach retirement age for 10, 20 or 30 years? 


Now let us look at the other statement in this pamphlet. 
It says that this recipient paid for his protection. Well, I 
suppose if we pay $10 for a house it could be said that we 
paid for the house. But wouldn’t we be handling the truth a 
little less carelessly if we said we had made a partial or 
token payment? If the recipient and his employer have not 
paid for his benefit, who does pay for it? How does this fit 
in with your idea of the true purpose of Social Security? 


You may come to the conclusion the consumers of the 
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country indirectly pay forthese benefits or that they are paid 
by the young workers of the country. 


In your thinking of what should be the purpose of Social 
Security, how do you rationalize the system that treats some 
so generously and treats other old people with such auste- 
rity? 


Should an individual be led to believe that he is paying 
the cost of his own old age insurance program if in reality 
he is not now or will not within the next 10 years pay any 
substantial part of the cost of his benefits? Should the in- 
dividual citizen, whether he be 65, 55 or 25, be told thathis 
expected OASI benefit is something that he had brought and 
paid for? What are the facts? 


Are there individuals now past 65 not receiving benefits 
who have paid more in total dollars than some who are recei- 
ving OASI benefits? 


How does assistance in one state compare with assis- 
tance in another state? On what basis are millions of older 
citizens denied OASI benefits? How much will this situa- 
tion change in the next five or ten years? 


Should an individual be penalized for not quitting work 
when he reaches retirement age if such enforced idleness 
causes mental and physical deterioration for him? Do old 
people like to feel that they are useful, that they are needed? 


At the present time several thousand people who reside 
outside of the United States are receiving Old Age Insurance 
checks for which they have made but a token payment. Was 
it the purpose of the Social Security Law to meet the social 
needs in the United States or was it the purpose of our sys- 
tem for the government merely to engage in an insurance ar- 
rangement oh either a completely contributory system or on 
a more generous: basis? 


Our present Social Security system is a tangle of legalis- 
tic snarls and contradictions. The insurance benefits for an 
orphan in some instances can be conditioned on whether or 
not that orphan was born in wedlock. Who is it that has any- 
thing to say as to how he was born? Is this a good social 
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principle to follow? 


Do you think that the best form of Social Security is one 
where the benefits for the aged person are based upon where 
he has worked? The aged minister of the gospel finds that 
he has worked for the wrong employer. The aged man who 
was an employee of some municipality probably finds that by 
reason of his chosen work, Social Security is not for him. 
Farmers, too, are outside the program. Now, I am fully aware 
that the coverage of these groups under OASI as constituted 
has been and is a difficult problem. The question I wish to 
ask is: Is this the best possible Social Security system that 
we can devise? Isit necessary to tié the eligibility for bene- 
fits to the question as to where or for whom the individual 
has worked? Is there a better way? 


Ac the present time we have the queer situation where 
people who perform valuable services but who receive no 
dollar income are denied Social Security and the individual 
whose income comes from gambling or from vice may qualify 
for a generous Old Age Insurance check. Isn’t there some- 
thing wrong with the basis of tieing OASI coverage and eli- 
gibility to employment or incomes from certain sources. 


It is neither essential -- nor desirable -- that we reach full 
agreement on each question to be asked. But as good Ame- 
ticans we cannot afford to follow the course of the reaction- 
ary -- of blindly defending the status quo with respect to the 
prevailing principles and operations of our present Social 
Security system. I do hope that you bear the mark of the 
true liberal and are willing to take a new look at this whole 
picture. 


I do not pretend to know the answers to all of the per- 
plexing problems concerning Social Security. The Subcom- 
mittee on Social Security of the Committee of Ways and Means 
has been authorized by the House of Representatives to con- 
duct a thorough and complete study of the program. We will 
Strive to complete that study this year. We want to put our 
report in the hands of the full Committee on Ways and Means 
so that they can undertake some Social Security legislation 
early next year. The Subcommittee’s job will be primarily to 
ascertain the facts. We want to know what kind of a Social 
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Security program we have now, what is wrong with it, if any- 
thing, and what should be done about it? We will endeavor 
to proceed not only thoroughly but in an independent and un- 
biased manner. The job of drawing conclusions based upon 
the facts and the writing of those conclusions into law will 
be the responsibility of the full Committee on Ways and Means 
when they hold the legislative hearings. 





The primary purpose of our studies will be to improve our 
Social Security system. We want to serve the older citizens 
of our country in a manner that is sound, just and fair to them 
and to the entire economy of the United States. 


Whatever, should be the course of Social Security in the 
future, we should be guided by two fundamental principles. 


The first one is that an aged person should not be regarded 
as cast-off and useless; that we should encourage him in his 
desire to do and to serve and to feel that he is wanted and 
needed in our society. Certainly, neither Social workers nor 
politicians should develop a totalitarian mind that believes 
they or the government have a right or the omniscience to 
direct the lives of our aged. 


The second important principle that we must adhere to is 
that our program must have fiscal soundness. It must not be 
a detriment to our private enterprise economy. An irrespon- 
sible government can promise large benefits extending far 
into the future. This can be a major factor contributing to 
national insolvency. Our system of government and our eco- 
nomic system is the greatest system on earth. It has provi- 
ded more good things to more people over a longer period of 
time than any other system in the history of mankind. We 
cannot contribute to the solution of any social problem by 
destroying in any degree the economic system that has made 
our country the greatest in all the world. The program for 
our aged citizens that will serve them best now and best in 
the long run is the one that will not cripple the economy of 
the country and the one chat will not cause this land to 
cease to be the land of opportunity for our youth. 
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Donald S. Howard, Dean 

CURRENT ISSUES School of Social Welfare, 

IN SOCIAL SECURITY University of California 
at Los Angeles 


That the people of the United States within the next two 
or three years will again be debating -- for the first time 
since the 1930’s -- fundamental principles underlying our 
current social security program now appears highly probable. 
The national commission to re-study the question of Federal- 
State relations, the Committee of the House of Representa- 
tives to re-study Social Security, proposals vigorously ad- 
vanced by the United States Chamber of Commerce for dras- 
tic revision of at least the existing Old Age and Survivors’ 
Insurance program would appear sufficient to focus national 
attention upon the issues involved. 


Questions currently raised about the validity of the so- 
cial insurance principle itself, questions about the propriety 
of federal participation in programs of public assistance and 
further challenges that go to the very roots of our present 
social security structure have taken many friends of social 
security somewhat by surprise. In the presidential campaign 
of 1952 both parties seemed to accept in principle the broad 
outlines of existing social security measures, although both 
parties urged extension particularly of Old Age and Survi- 
vors’ Insurance and both camps advocated ‘‘inprovements”’ 
in the total security program. If, therefore, serious question 
is to be raised about the key principles upon which this 
structure is built it is well that the issues be early clari- 
fied so that they may be broadly discussed and the American 
people have opportunity in the elections of 1954 to take into 
account the position of candidates on social security as well 
as on other issues. 


To the ‘‘great debate’’ which clearly seems tobe inthe 
offing, social workers will inevitably have important con- 
tributions to make. Lay leaders interested in social welfare 
too will have an important role, inasmuch as it will be the 
citizenry of the Nation in the last analysis who will decide 
what the future shall hold for social security. 


That the country’s social security program should today 
be criticized for its inadequacies surprises no one, least of 
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all social workers who, ever since the present program was 
established, have urged extension of coverage, liberaliza- 
tion of benefits, and improvement of services rendered under 
the program. However, friends of social security in such de- 
bate as may be ahead can render important service through 
helping the American people to distinguish genuinely sin- 
cere from politically specious criticisms. One of the great 
anomalies of the day is that the very congressmen and sena- 
tors who today most vigorously condemn social security mea- 
sures for their inadequacy are in many instances the very 
ones who -- throughout the seventeen years of our present 
program’s existence -- have most consistently knifed and 
stymied proposals for their improvement! 


A second important service friends of social welfare can 
make is to help their fellow-countrymen see in true and pro- 
per perspective the issues involved; in short, to help in dis- 
tinguishing between baby and bathwater. To be sure there 
are within the social security program many anomalies -- as 
there are within any social institution. Some of these ano- 
malies doubtless should be corrected. Again, however, 
certain anomalies still obtaining today (such as eligibility 
for at least the minimum OASI benefits in 1953 even though 
a worker began making contributions toward his retirement 
only in 1950) result because some of the very critics now 
condemning these anomalies long opposed extending to large 
numbers of workers earlier coverage which by now would 
have averted many of these same anomalies. In short, whe- 
ther or not anomalies are of a type that can and should be 
corrected, the American people must be helped to see them 
for what they really are; understand their true extent in pro- 
portion to the tens of millions of cases in which no anomaly - 
except perhaps that of an inadequate livelihood in one’s old 
age -- obtains. 


Still another contribution friends of social welfare may 
make to the forthcoming discussions is to help focus atten- 
tion upon some of the basic factors -- now easily forgotten -- 
responsible for various aspects of our social security pro- 
gram. For example, discussions of the optimum division of 
responsibility as betweenthe states and the Federal Govern- 
ment must not be allowed to turn only on facile shibboleths 
about ‘‘states rights’’ or about the magnitude of the federal 
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debt as contrasted with state financial resources. After all 
it was not for nothing that the federal government was drawn 
into the picture in the 1930’s. Are, or are not, the reasons 
for this still valid? Is public opinion in the several states 
now sufficiently advanced over what it was in 1932, say, to 
justify withdrawal of federal aid for public assistance with- 
out so lowering public assistance standards that they would 
be obnoxious to the conscience of the Nation, and before the 
world, a blot on the escutcheon of Democracy? If not, the 
American people, during their discussion of social security 
questions will have to take into account more than mere 
theories about the ‘‘appropriate role of the Federal Govern- 
ment’’ and more than the respective financial positions, at 
the moment, of the Federal Government and of the states. 


Social workers and other friends of social welfare also 
have an important contribution to make to consideration of 
the relative merits of ‘‘the social insurance principle’’ as 
contrasted with assistance granted on a basis of means 
tests or of need. That a few millionaires may receive Old 
Age and Survivors’ Insurance benefits which they may not 
**need’’ must be seen in the perspective of many millions of 
workers who -- without benefit of social insurance -- would 
be denied even a minimal degree of security which for too 
long in the United States has been the prerogative only of 
those in the higher income brackets. In fact, the friends of 
the people of the United States will be quick to point out 
still further areas -- benefits to disabled persons, sickness 
benefits, and devices (including perhaps family allowances) 
to equalize somewhat more fairly than is now done the ba- 
lance between family income and family size -- to which prin- 
ciples of social insurance may be advantageously applied. 


The importance of seeing these issues in their proper 
light is underlined by the fact that with respect to this mat- 
ter certain powerful and monied minorities have, since the 
issue was last broadly discussed in the 1930’s, reversed 
their field. Some of the voices which most raucously con- 
demned the ‘‘evils of relief,’’ the dangers of ‘‘getting some- 
thing for nothing,’’ and which called for abandonment of ‘‘re- 
lief measures’’ in favor of social insurance today advocate 
jettisoning the insurance principle and returning to the meet- 
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ing of needs on the basis of ‘“‘relief.’’ On this point -- as 
on many others too -- the voices of the myriad friends of so- 
cial welfare need to be heard so that choices to be made by 
the American people on matters affecting not only their own 
fucure well-being but that of coming generations may be made 
with knowledge of the facts essential to intelligent choice. 


All the battles in behalf of sound social security measures 
cannot, unfortunately, be fought along any narrowly defined 
front. Witness the threats to social security administration -- 
and to public administration in general -- inherent in the re- 
cent sweeping modifications in the Nation’s Civil Service. 
To social workers who have traditionally stressed the im- 
portance of having all administrative employees within an 
organization alert to the real meaning of policy and to par- 
ticipation in policy formation, the newly introduced practice 
of eliminating from Civil Service. all ‘‘policy making’’ posi- 
tions is of deep concern. If, in the future, participants in 
policy formation are to be denied job security we can surely 
expect that administrative employees will tend so far as 
possible to avoid participation in the formulation of policy. 
This in turn can be expected to result in administration by 
rote and in services which are unimaginative and sterile. 


Thus, debate of social security issues must cover a broad 
front as well as delve deeply into the principles at stake. 
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LET'S KEEP Charles I. Schottland, 


AND STRENGTHEN Director, 
OLD AGE AND California Department 
SURVIVORS INSURANCE of Social Welfare 


Any discussion of the Old Age and Survivors’ Insurance 
program and Old Age Assistance must be staged against the 
background of the fact that we as a nation are becoming a 
nation of older citizens. Both in absolute numbers and in 
percentage the number of persons over 65 are increasing 
until today one out of every 12 persons is over 65 years of 
age. 


The two basic programs which we have developed in the 
United States to meet the problem of maintaining income 
for those persons who are unemployed beyond the age of 
65 are Old Age and Survivors’ Insurance and Old Age Assis- 
tance. The original plan of the framers of the Social Secu- 
rity Act was that all persons should eventually be covered 
by the Old Age and Survivors’ Insurance program; that bene- 
fits would be paid from a fund to which workers and employ- 
ers both contributed; that such contributions would be a 
charge against the industrial product; that pending the time 
that Old Age Survivors’ Insurance Covered all persons, Old 
Age Assistance would be available for old persons who were 
destitute and uncovered by Old Age and Survivors’ Insurance 
or inadequately covered. 


The fact that Old Age and Survivors’ Insurance has not 
developed rapidly enough both as to coverage and as to 
amount of benefits is no indictment of the soundness of the 
insurance principle, but rather of the failure of political 
leaders to fulfill the original expectations of the program. 


In spite of the fact that Old Age and Survivors’ Insurance 
has not increased in coverage and amount of benefits as ra- 
pidly as had been hoped by many, it is significant to note 
that by comparison with Old Age Assistance, Old Age and 
Survivors’ Insurance is gradually making progress toward its 
original goals. In March of 1941 there were some 2,106,448 
recipients of Old Age Assistance. In March of 1953 there 
were 2,610,702 recipients. On the other hand, in the Old 
Age and Survivors’ Insurance Program in March 1941 there 
were 291,900 beneficiaries, but by March 1953 this had 
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increased to 5,305,159 beneficiaries. 

In money payments we find that in March 1941, Old Age 
Assistance paid out $43,429,000. In March 1953 this had 
increased to $127,569,000, or approximately 300 per cent. 
On the other hand, Old Age and Survivors’ Insurance pay- 
ments increased from $5,792,000 in March 1941 to $219,585, 
500 in March 1953. The result is that today the senior citi- 
zens of the United States are receiving almost twice as much 
in Old Age and Survivors’ Insurance as in Old Age Assistance. 


The importance of Old Age and Survivors’ Insurance in 
the lives of older persons may be realized when it is pointed 
out that in 1951 almost two out of every six non-married old 
age beneficiaries and more than two in five aged widows 
had no money income other than their benefits, or had less 
than $75 for the entire year. More than one in four couples 
where both the man and wife were over 65, and almost one 
in seven of the couples with a non-entitled spouse had no 
income, or less than $150 in addition to their benefits. 


From the standpoint of an administrator who is responsible 
for the administration of the largest Old Age Assistance 
program in the United States (California spends more on 


Old Age Assistance than the combined expenditures of New 
York, Pennsylvania, and Illinois), any curtailment of the 
Old Age and Survivors’ Insurance program would not only 
be an intolerable financial burden on the states but would 
destroy that sense of economic security which older people 
in the nation are beginning to feel because of the develop- 
ment of Old Age and Survivors’ Insurance. Nor will the 
promotion of private pensions diminish the need for Old 
Age and Survivors’ Insurance. Private pensions, although 
desirable from many points of view, have actually resulted 
in greater discrimination against older people in industry 
because of the refusal of employers to bring in older people 
who automatically raise the insurance premium rate. 

Our goal must be to increase Old Age and Survivors’ In- 
surance both in coverage and in benefits to the point where 
Old Age Assistance can become a small residual and sup- 
plementary program. There should be, and can be, no turning 
back of the clock in relation to the insurance principle as a 
method of maintaining income for the senior citizens of the 
United States. 
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Arthur J. Altmeyer, 
CONTRIBUTORY Recently retired Commissioner 
INSURANCE for Social Security Administration, 
iS BEST U. S. Department of Health, 
Education and Welfare 


I do not think it would be particularly profitable to under- 
take to answer all of the rhetorical and loaded questions 
which comprised most of Congressman Curtis’ speech. They 
are all calculated to discredit contributory social insurance 
in general and the Federal Old Age and Survivors Insurance 
System in particular, without the necessity of assuming any 
responsibility for proposing specific changes to cure alleged 
defects or proposing outright repeal. 


Congressman Curtis has a perfect record since he has 
been in Congress of opposing social insurance. Both in 
1950 and 1952 he opposed the amendments which greatly 
improved the Old Age and Survivors Insurance System. In 
1948 he voted for the Gearhart Amendment which took away 
the protection of this system from a half million workers. 
In a minority report of one when the Ways and Means Com- 
mittee recommended the amendments of 1950 he advocated 
the abandonment of the Old Age and Survivors Insurance 
System and proposed a system paying small uniform benefits 
to everybody reaching retirement age unrelated to past wages 
or contributions. 


Congressman Curtis now happens to be Chairman of a 
Sub-Committee of the Committee on Ways and Means which 
is studying old age security. As such he has appointed as 
staff director one who also is on record as opposed to so- 
cial insurance and in favor of flat pensions subject to a 
means test. It is therefore important that we clarify the 
fundamental issues at stake in the differences between those 
like Congressman Curtis and his staff director who do not 
believe in social insurance and those like myself who do. 


I believe that a system of contributory social insurance 
such as Old Age and Survivors Insurance best achieves the 
twin goals of social adequacy and individual equity. The 
goal of any system of social security must be the establish- 
ment of minimum level of well-being. However, this country 
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has been built upon free enterprise and the incentives arising 
from differential incomes. In fact, a system of free enter- 
prise thrives on differentials and could not exist without 
them. Therefore, we must take into account the fact that 
differential incomes do exist and that people who suffer 
loss of income will suffer differing amounts of loss. 


Under a system of contributory social insurance, both 
contributions and benefits are related to wages. Therefore, 
there is justification for paying differential benefits related 
to differential loss of income. Likewise a contributory so- 
cial insurance system is a safe system because it recogni- 
zes that the cost of benefits must be met and should be met 
through a definite financing arrangement. It also provides 
definite assurance to potential beneficiaries that they will 
receive their benefits when due. 


Those who advocate a flat pension ignore these consi- 
derations. Furthermore, they fail to appreciate that we would 
not have as a criterion for the determination of the flat 
amount the completely objective test of the actual wage loss 
as in the case of social insurance or the fairly objective 
test of actual need as in the case of public assistance. We 
are all familiar with the wide variations in this country in 
wages, cost of living, and standards of living. Therefore, 
it would be impossible to fix upon any single flat amount 
which would be satisfactory to all groups and sections of 
this country. I know of no surer way of making social se- 
curity a perpetual political foot-ball. 


Apparently Congressman Curtis is opposed to benefits 
being payable as a matter of right and complains that we who 
administered Old Age and Survivors Insurance issued infor- 
mational material explaining that benefits were payable as 
a matter of right. He goes so far as to say that the benefi- 
ciaries have no rights legally enforceable against the Go- 
vernment. Apparently he does not know that the beneficiaries 
may anddo sue in the Federal courts to enforce theirrights. 
Indeed, that is one of the great virtues of social insurance 
since it means that the specific benefits provided by statute 
must be paid and cannot be withheld or reduced in the dis- 
cretion of any administrative official. 


The Congressman is also opposed to benefits related to 
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wage loss and complains that higher wage earners receive 
higher benefits than lower wage earners. He fails to recog- 
nize that they suffer a larger wage loss when they retire and 
that they pay larger contributions. Thus, a $100 a month 
wage earner receives $55 a month as a retirement benefit; 
and a $300 a month wage earner receives $85 which is only 
about half again as much although he sustains three times 
as much wage loss and pays three times as much in con- 
tributions. 


The Congressman gives some dramatic illustrations to 
show that the value of the benefits payable to aged persons 
retiring in the early years of this system is many times the 
amount of the contributions paid by these individuals. This, 
of course, is necessary if the benefits during these early 
years are going to be sizeable enough to be effective in 
preventing destitution. The difference between the value of 
these benefits and the amount of the contributions paid by 
the individual beneficiaries is paid for out of the contribu- 
tions paid in by employers generally. The Congressman 
knows this because in his speech he says ‘‘the employer's 
taxes were not specifically earmarked for the individual.’’ 
The Congressman should also know that when private pen- 
sion plans are first started the employer also pays a far 
greater part of the cost of the pensions received by workers 
near retirement age than of the pensions eventually received 
by younger workers when they retire. 


While the Congressman is much concerned about whether 
beneficiaries are paying the full cost of the benefits they 
receive, curiously enough he apparently feels that old age 
retirement benefits should be paid even though a worker does 
not retire when he reaches retirement age and therefore suf- 
fers no wage loss. He says that an individual should not 
be thus ‘penalized for not quitting work.’’ 


One would hope that even ifthe supporters and opponents 
of contributory social insurance could not agree on anything 
else, they would all agree on the necessity for a long range 
plan of financing. In fact, Congressman Curtis lays down 
as his second important principle that ‘‘our program must 
have fiscal soundness.’’ Yet he bewails the fact that the 
actuaries make estimates of the probable costs in future 
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years. He says this is unfair to the oncoming generation. 
Why he believes this is a mystery because it would seem 
to be obvious that the height of unfairness and recklessness 
is to fail to take into account future costs and provide some 
equitable and systematic way for meeting them. 


Rather than carry on an argument with Congressman 
Curtis or any one else who does not believe in contributory 
social insurance, we whodo believe in contributory social 
insurance should develop and support proposals that are 
designed to improve the present Old Age and Survivors In- 
surance System. These proposals include the following: 


1. Extension of coverage to all gainfully occupied 
persons. 

2. Increase in the maximum income on which contribu- 
tions and benefits are based. 

3. Restoration of the increment of 1% in benefit amount 
for each year of contribution. 

4. Reduction in the qualifying age for retirement bene- 
fits for women from 65 years to 60 years. 

5. Making the benefit formula more adequate in compen- 
sating for loss of income. 

6. Paying the same benefits for retirement on account of 
permanent total disability as are paid for retirement on 
account of old age. 


In seeking to improve the Old Age and Survivors Insurance 
System we should of course bear in mind that it is part of 
a total social security program designed to prevent destitu- 
tion. As we all know, destitution can arise from a number 
of major economic hazards besides old age and the death of 
the breadwinner, such as unemployment, ill-health, perma- 
nent disability and the heavy cost of medical care. There- 
fore, we should undertake to build a comprehensive contri- 
butory social insurance system as a first line of defense 
against all of these hazards, with public assistance as a 
second line of defense. 
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THE Anne E. Geddes, 
Chie/, Division of Program 
ye Statistics and Analysis, 
Bureau of Public Assistance, 
OLD-AGE Department of Health, 
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There could be no more fascinating field for factfinding 
and research than that of the interrelationship between old- 
age and survivors insurance and public assistance -- two 
forms of income maintenance authorized by the Social Se- 
curity Act. Social insurance provides basic protection against 
wage loss when certain risks occur; public assistance has 
the residual function of providing income for people in need 
who are ineligible for insurance benefits or are unable to 
get along on their benefits without supplementary aid. To 
keep the subject within manageable bounds, this paper is 
limited to income maintenance for the aged; it does not deal 
with social insurance for other groups or with assistance 
for dependent children, the blind, or the. permanently and 
totally disabled. 


The analysis of the interrelationship of old-age assistance 
and old-age and survivors insurance is necessarily complex. 
THE OASI program is federally administered and operates on 
the basis of explicit and uniform provisions with respect to 
coverage, financing, insured status, and benefit amounts. 
Old-age assistance, on the other hand, is State-administered 
under State plans that -- as a condition for the receipt of 
Federal aid -- meet certain Federal requirements but are 
nonetheless highly varied with respect to organization, eli- 
gibility provisions, standards of assistance, and financing 
the non-Federal share. 


Although both programs provide cash to aged persons with 
which to buy goodsand services, they are fundamentally dif- 
ferent in other respects. Old-age and survivors insurance, 
financed by a payroll tax borne equally by employer and em- 
ployee, builds up protection against wage loss in old-age 
during the working life of the individual. Old-age assistance, 
on the other hand, is financed from general and earmarked 
revenues appropriated by Federal, State, and local govern- 
ments to meet curreut needs. Entitlementto insurance bene- 
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fits is automatic for individuals under specific conditions 
laid down in law. Eligibility for old-age assistance is de- 
pendent upon meeting a test of need, as defined in the State 
plan, and involves consideration of the requirements and 
resources of the applicant and sometimes of dependents and 
relatives legally liable for his support. Eligibility for as- 
sistance is also conditioned by other provisions in law or 
policy. The OASI benefit is related to wages; the OAA pay- 
ment is related to need as defined in the State plan. 


Since old-age and survivors insurance is intended to pro- 
vide a basic floor of protection for old people and old-age 
assistance meets residual need remaining despite such basic 
protection, it is clear that any change in the insurance pro- 
gram has an impact on old-age assistance; the impact may 
be immediate or deferred. Changes in the OAA program, on 
the other hand, do not directly affect old-age and survivors 
insurance, although there are indirect effects. The level of 
OAA payments, for example, has clearly influenced the level 
of OASI benefits. 


Changes in the insurance system have been of two dif- 


ferent types: evolutionary and legislative. An insurance 
system in which taxes are paid by, or in behalf of, workers 
as a coniribution to benefits when they retire, necessarily 
takes time to mature. At the start of the system, aged per- 
sons who had already retired, and their wives, could not get 
benefits. Insured status was acquired gradually by persons 
covered by the system. Provision for widows of insured 
workers was first made in 1939, when the Social Security 
Act was amended. Substantial changes in the OASI pro- 
visions were made in 1950 and lesser changes in 1952. 


The OAA provisions of the Social Security Act have been 
amended five times -- in 1939, 1946, 1948, 1950, and 1952. 
State OAA laws and plans have been amended over and over 
again, both to bring them into appropriate relationship to 
the Federal act and to incorporate changes originating with 
the State. ’ 


The many changes occuring in the legal basis for each 
program are not the only changes influencing the develop- 
ment and relative roles of old-age assistance and old-age 
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and survivors insurance. These programs are greatly affec- 
ted by social and economic conditions, which not only vary 
greatly from State to State and region to region, but have 
undergone immense change during the lifetime of the two 
programs. 


It is true that the $2.9 billion paid out to aged individuals 
under Old Age Assistance and Old Age and Survivors Insu- 
rance in 1951 represents:a large sum, but it has to be seen 
in relationtothe total national income in order to appreciate 
its true meaning. It constituted 1.2 percent of personal in- 
come payments for that year. 


Expenditures for old-age assistance and for OASI benefits 
to the aged need to be seen not only in relation to national 
income payments, which increased from $76 billion in 1940 
to the $243 billion level in 1951, but also in relation to the 
rapidly growing aged population and to the changes that 
have occured in the purchasing power of the dollar. Ex- 
penditures for old-age assistance per aged inhabitant in 
1940 were $52.33. The amounts per inhabitant in 1945 and 
1952, adjusted for the decline in the value of the dollar, 
were $54.45 and $61.61, respectively. Expenditures per 


aged inhabitant for OASI benefits, in terms of 1940 dollars, 
were $20.37 in 1940, $16.70 in 1945 and $21.09 in 1952. Of 
the 13.1 million aged persons in June 1952, 31.4 percent 
were earners and their wives; 43.3 percent were OASI bene- 
ficiaries and OAA recipients; 6.2 percent were beneficiaries 
under other Federal, State, and local governmental retire- 
ment systems, and 19.1 percent were living on other resources. 


Until 1940, old-age assistance was the only form of in- 
come maintenance for old people. From 1936 until the be- 
ginning of World War II the number of recipients grew rapidly. 
During the war years the OAA rolls declined by one-quarter 
of a million persons. War-time demands for labor made it 
possible for many older men and women to go back to work 
and kept many others at work who otherwisewould have been 
laid off and in need of aid. 

Although the first OASI.benefits were paid in 1940, the 
number of aged beneficiaries was small until.after V-J Day. 
At the end of 1945 fewer than 800,000, or 74 per 1,000 aged 
persons in the population, were receiving benefits. In con- 
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trast, more than 2 million old people, or 193 per 1,000, were 
getting old-age assistance. 


In the postwar years, aged beneficiaries increased at a 
more rapid rate than aged assistance recipients. But the 
number of persons on the OAA rolls kept on growing until 
1950. By the end of 1949, in 17 States, most of them highly 
industrialized, more old people were getting insurance bene- 
fits than assistance payments. But the assistance program, 
in general, was still playing the more important role in pro- 
viding income maintenance. 


Factors in the continued growth of the assistance rolls 
were the progressive adjustment upwards in the Federal 
share of assistance payments, as prices mounted during the 
war and afterwards, and the lack of adjustment until 1950 
in the OASI benefit formula. Amendments of the Social Se- 
curity Act in 1939, 1946, and 1948 had enabled States to 
raise payments above the inadequate levels of the depression 
years, and to adjust payments to rising living costs. If we 
consider the average old-age assistance payment of $20.26 
in December 1940 as representing 100, the average payment 
in December 1949 in terms of 1940 dollars was $26.67. In 
December 1949 a retired worker’s benefit, adjusted for de- 
cline in the purchasing power of the dollar, averaged $15.49 
on a base of 100 in December 1940, when the benefit averaged 
$22.60. But not all beneficiaries were even as well off as 
this. Beneficiaries retiring in the post-war years generally 
got higher benefits than those retiring at the start of the 
system, who had not had the advantage of high wartime wa- 
ges. In a system in which benefits are geared to average 
wages, employment and wage levels are important determi- 
nants of the level at which workers can live when they re- 
tire. Because of the low benefits, increasing numbers of 
OASI beneficiaries were finding it necessary to get supple- 
mentary assistance. 


In August 1950, after extensive study of the social se- 
curity programs by congressional committees, the OASI pro- 
visions of the act were extensively amended to extend cover- 
age, increase benefits, raise the amount of wages subject 
to tax, liberalize the test of retirement, and ease the insured- 
status requirements for persons nearing age 65 and persons 
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65 years and over who were still working. Coverage was 
extended to some, but not all, workers in farm employment, 
domestic service, urban self-employment, government service, 
and employment in voluntary, nonprofit organizations. The 
omission of these groups from coverage before 1951 had im- 
posed a substantial burden on State public assistance pro- 
grams, particularly those in the South where resources for 
meeting need are relatively meager. 


The extension of coverage in the insurance program was 
accompanied by a ‘‘new start’’ provision which enabled 
older persons to qualify for benefits on the basis of some- 
what fewer quarters of coverage than were formerly required 
to achieve insured status. Many older persons were able to 
qualify immediately for small benefits on the basis of past 
employment. Others began to acquire sufficient coverage 
to enable them to qualify for benefits. The amended cover- 
age provisions, combined with the ‘‘new start’’ provision, 
had some effect in reducing the OAA rolls almost immediate- 
ly. Most of the effect of extended coverage, however, is 
yet to be felt. 


The increase in OASI benefits, on the other hand, had an 
immediate impact on old-age assistance. The initial effect 
of the benefit increase was measurable. In September 1950, 
the month when the higher benefits first became payable, 
about 275,000 recipients, or 1 in 10 on the assistance rolls, 
were receiving insurance benefits concurrently with old-age 
assistance. The increase in the amount of benefits they re- 
ceived was about $4.4 million a month. Assistance payments 
decreased approximately $4 million monthly because of this 
increased resource. Of the OASI beneficiaries on the assis- 
tance rolls in September 1950, 14 percent were dropped or 
suspended, 80 percent got reduced payments, and 6 percent, 
who were getting less than the full amount they needed, re- 
ceived as much assistance as formerly. 


After the 1950 changes, the number of aged insurance 
beneficiaries increased rapidly while the number of recipients 
began declining from the all-time peak. From a national 
viewpoint, old-age and survivors insurance was beginning 
to assume its intended role. But the down-turn in old-age 
assistance was only moderate. In 1952, legislative provi- 
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sions relating to both old-age assistance and old-age and 
survivors insurance were again amended to increase the level 
of payments. The increase in insurance benefits tended to 
decrease OAA expenditures, somewhat as in1950. At the 
same time, increased Federal participationin assistance 
costs for all recipients had a counter-effect. 


Let us turn now from the historical review of develop- 
ments in the two programs to an examination of the size and 
character of the residual burden now borne by the Federal, 
State, and local governments in meeting the needs of aged 
persons through old-age assistance. 


In February 1953 more than 2.6 million aged persons, 
or 198 per 1,000 persons 65 years and over, were still re- 
ceiving assistance, whereas the number of aged beneficiaries 
exceeded 4.0 million persons, or 302 per 1,000. Although 
in the country as a whole there dre about 3 beneficiaries to 
every 2 recipients, in many States old-age assistance re- 
mains the predominant form of income maintenance. In the 
Northern and Western States, many of them highly industriali- 
zed, the OASI program is the larger; in most of the Southern 
States and in the Dakotas, old-age assistance still provides 
income to more old people than old-age and survivors in- 
surance. 

If we examine the group of six States with the highest, 
and the group of six States withthe lowest, numbers of OAA 
recipients per 1,000 aged population, we find great differen- 
ces in the proportion of the aged population receiving OASI 
benefits in February 1953. In the first group of States the 
OAA rate is 433 and the OASI rate 195 per 1,000; in the 
second group of States the OAA rate is 66 and the OASI 
rate 311. 


Although old-age assistance must inevitably provide for 
relatively more old people in the States where relatively 
less protection is afforded by OASI, standards and policies 
for considering need are also important factors in determin- 
ing the size of the OAA load. The influence of these fac- 
tors can be seen if comparisons are made of Louisiana and 
New Jersey, which represent the State extremes in the pro- 
portions of aged population receiving old-age assistance. 
Louisiana’s OAArate per 1,000 aged population in February 
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1953 was 629 and New Jersey’s only 51. For aged insurance 
beneficiaries per 1,000 aged population in these two States, 
the rates were 209 and 397, respectively. Louisiana has 
relatively liberal eligibility provisions for old-age assistance 
and New Jersey relatively restrictive ones. But it is clear 
that there would also be great differences in the extent of 
need to be met even if the relative protection afforded old 
people by OASland the assistance provisions were identical 
in the two States. Louisiana’s per capita income payments 
to individuals for the period 1949-51 were $1,062; New Jer- 
sey’s were $1,721. In Louisiana, 31 percent of the families 
in 1949 had annual incomes under $1,000; the corresponding 
percentage in New Jersey was 15. In Louisiana, 45 percent 
of the population in 1950 was rural; in New Jersey the per- 
centage was 13. Louisiana’s rural level of living index for 
farm-operator families was 82, as against an index of 172 
for New Jersey. 


A portion of the burden of old-age assistance may be 
attributed to the fact that the OASI benefit, which is intended 
to provide a basic floor of protection against want, is not 
large enough to meet the needs of many beneficiaries who 
do not have other resources or who have exceptional needs, 
such as the need for nursing-home care or hospitalization. 
The minimum OASI benefit for a retired worker is $25 and 
the maximum benefit, $85. Aged widows get three-fourths 
of the amount to which their husbands would have been 
entitled, and wives, with some exceptions, get one-half the 
amount of the husband’s benefit. 


In February 1953 more than 425,000 old people were re- 
ceiving assistance payments and insurance benefits concur- 
rently. This number comprised 16 percent of the OAA re- 
cipients and 11 percent of the OASI beneficiaries. In the 
six States with the highest proportion of overlapping -- Cali- 
fornia, Connecticut, Massachusetts, Nevada, Oregon, and 
Washington -- 29 percent of all recipients were also getting 
benefits. In the six States at the opposite extreme -- Ala- 
bama, Arkansas, Mississippi, North Carolina, South Caro- 
lina, and Virginia -- only 5 percent of the recipients also 
had benefits. When assistance payments are high, a large 
amount of overlapping is to be expected. When assistance 
payments are low, relatively few beneficiaries will be eligible 
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for supplementary aid. It is also evident that the larger the 
number of OASI beneficiaries, the larger the number that may 
be potentially eligible for supplementary aid. 


By no means all the aged OASI beneficiaries who are 
eligible for old-age assistance have applied for it. A na- 
tional survey of OASI beneficiaries, conducted in 1951 by 
the Bureau of Old-Age and Survivors Insurance, showed 
that most beneficiary groups have nothing or only small 
amounts of money income other than their benefits. Three 
in 10 had nothing or less than $75 per person for the year 
from all sources other than benefits. Moreover, without the 
insurance benefit, only a small proportion might have enough 
money income fromall sources to enable them tolive at even 
a modest level. 


Among the current recipients of old-age assistance women 
are more numerous than men. Reports from 10 States par- 
ticipating in a national survey of the characteristics of OAA 
recipients indicated that 60 percent are women. Old-age and 
survivors insurance provides limited protection to women 
with no wage record of their own. A single woman cannot 
qualify for a wife’s, widow’s, or parent’s benefit on the wage 
record of another person. Moreover, the 1950 amendments 
did not modify the insured-status provisions for women al- 
ready widowed. Among the widows receiving old-age as- 
sistance are some who would have been eligible for OASI 
benefits on the husband’s wage record, had their husband 
died after the 1950 amendments became effective instead of 
before then. 


For the most part the current OAA load consists of the 
following groups; very old persons who have not been em- 
ployed since 1936; workers who retired before they could 
earn sufficient quarters of coverage,and their wives; people 
who had worked in noncovered employment, and their wives; 
disabled persons who lost or did not acquire insured status 
before attaining age 65; widows who do not qualify for insu- 
rance benefits, and OASI beneficiaries needing supplemen- 
tary aid. The recipients who had been employed in non- 
covered occupations include primarily agricultural workers, 
domestic workers, and the urban self-employed. The in- 
surance program still does not cover farm operators, inclu- 
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ding sharecroppers; farm laborers and domestic employees 
without substantial work with individual employers; certain 
urban self-employed; and some other groups of workers. 


Although the number of OAA recipients is now declining, 
both in absolute numbers as a proportion of the aged popu- 
lation, substantial need for public assistance will continue 
for many years unless further changes are made in the OASI 
program. The present recipients, new applicants ineligible 
for OASI benefits under the current provisions, and OASI 
beneficiaries unable to live on their benefits and any other 
resources they may have, will comprise the rolls in the 
coming years. 


If we may assume that consumer prices will go no higher 
and that employment will continue at present high levels, 
the need for assistance will decline progressively, but at a 
moderate rate. Two factors can be expected to contribute 
to the decline: death of the present recipients and a falling 
off in new applications as the result of the further maturing 
of the OASI system. In 38 States for which current data are 
available the median age of recipients is now 74.7. It is 
probably about the same for the country as a whole. In the 
more industrial States the age of recipients seems to be sub- 
stantially higher than in the rural States, with their relative- 


ly large recipient loads. In the industrial States, relatively 
larger numbers of old people are getting benefits when they 
retire. The mortality of OAA recipients tends to be higher 
than among the aged population as a whole. In the 10 
States for which information on the age of recipients is 
available the average life expectancy of recipients of old- 
age assistance may be as high as 7-8 years. A consider- 
able number of the old persons now receiving old-age assis- 
tance in these States will continue to need help for as much 
as 15 years, and some for 20 years or more. Newcomers to 
the rolls will have a longer life-expectancy. 

Any substantial change in economic conditions could 
have marked effect on old-age assistance. If prices should 
rise, more old people would need aid; if prices should drop 
sharply this factor, considered alone, would operate to 
reduce the size and cost of the program somewhat, but the 
decline in assistance costs probably would not be commen- 
surate with the decline in prices, since some recipients are 
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now getting less than the full amount of need. On the other 
hand, if a drop in prices should be accompanied by declining 
employment and wage levels, need would be increased. In a 
contracting labor market, older workers are particularly vul- 
nerable. Among persons who would apply for aid are also 
some beneficiaries who now have monthly earnings of $75 
or less, the maximum amount that a beneficiary can earn 
without having his benefits suspended. 


If the OASI provisions should be further amended to ex- 
tend coverage with or without another ‘‘new start,’’ or to 
*“*blanket in’’ the present aged on the assumption that they 
would have been able to qualify for benefits if the system 
had started with universal coverage, the extent of need for 
old-age assistance would, of course, diminish. How sharply 
and how rapidly would depend on the nature and extent of 
the changes made. The extension of coverage, with or with- 
out a ‘‘new start’’ to make it relatively easy for older workers 
to qualify for benefits, would have more deferred than im- 
mediate effect, although the first effects would be felt within 
a year or a year and a half. 


If the present OAA recipients should be blanketed in to 
the OASI system, the impact would be immediate. How far 
it would go in reducing the OAA load would depend on the 
blanketing-in provisions. 


In any circumstances it seems probable that some need 
for old-age assistance will continue in future years, but the 
amount of residual need, as at present, will be conditioned 
by other income-maintenance provisions and by economic 
conditions. 


Wich or without further changes in OASI legislation, the 
role of old-age assistance may be expected to taper off as 
the insurance system matures further. The part each pro- 
gtam is to play will be determined by public policy. Social 
workers will follow with keen interest the future interrela- 
tionships of the two programs. 
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THE Neota Larson, Chief 


CHANGING ROLE Program Planning Branch 
OF OLD AGE Bureau of Old Age and 
AND SURVIVORS Survivors Insurance, Department 
INSURANCE of Health, Education, and Welfare 


The fact that the old-age assistance and old-age and 
survivors insurance programs are related in significant 
ways is in a sense a ‘‘common knowledge’’ shared by all or 
practically all persons familiar with these two programs. 
Public assistance workers in local county welfare depart- 
ments, for example, have evidence of this interrelatedness 
whenever they find that an individual applying for old-age 
assistance, or aid to dependent children, is receiving an 
old-age and survivors insurance benefit. This fact is under- 
stood, too, in the local old-age and survivors insurance offi- 
ces, by State welfare departments, and at the national level. 


[ shall concentrate this discussion on a single aspect of 
interrelationship between the old-age and survivors insurance 
and old-age assistance programs, using available data to 
test out a current hypothesis; thatif coverage under the old- 
age and survivors insurance program were made universal, 
including special provision for the present retired but non- 
insured aged, the need for old-age assistance would be 
greatly diminished because of the limitations of time, I shall 
consider only the old-age benefits -- benefits for the insured 
retired worker and his dependents -- and not touch the ques- 
tion as it affects benefits for young survivors. Even so, I 
will be able to touch only the high spots. 


Since one of the conditions for approval of a State old- 
age assistance plan is that it be in effect in all the political 
subdivisions of the State, state-wide coverage was assured 
in every instance from the beginning. Geographic coverage 
was practically complete for continental United States with- 
in two years of the passage of the Social Security Act. This 
did not, and still does not, mean, however, that persons 
eligible in one State will be eligible in a neighboring State 
ascontrasted tothe old-age and survivors insurance program 
where the same conditions of eligibility obtain everywhere. 
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Geographic variations occur, under the old-age and sur- 
vivors insurance program, however, because not all occupa- 
tions are covered by the act and uncovered occupations are 
concentrated in certain parts of the country. Agricultural 
employment, for example, was excluded in its entirety be- 
fore the 1950 amendments to the Social Security Act, and 
about five million persons working in agriculture are still 
outside the old-age and survivors insurance system. This 
accounts for the fact that States with relatively large agri- 
cultural populations have lower old-age insurance beneficiary 
rates than the more industrial States. These are also the 
States which are near the top as far as old-age assistance 
recipient rates are concerned. 


The original coverage of the old-age and survivors in- 
surance program took in a little over 60 percent of the em- 
ployed labor force. Coverage was extended by the 1950 
amendments to some 10 million additional persons, bringing 
the proportion of civilian workers covered up to about 80 
percent. Those newly covered included most self-employed 
persons other than the self-employed professional workers 
and farmers; domestic and agricultural workers who work 
with a specified regularity for the same employer; Federal 
Government employees not under a retirement system; and, 
under certain circumstances, employees of nonprofit organi- 
zations and State and local employees not already covered 
by a State or local retirement system. Some 12 million per- 
sons, or about 20 percent of the employed labor force, still 
remain outside the old-age and survivors insurance program. 
These are primarily persons in agricultural employment and 
governmental employees under public retirement systems. 


The old-age and survivors insurance program differs from 
old-age assistance not only in coverage but also in how 
quickly the coverage can be translated into benefit payments. 
Individuals can qualify for old-age insurance benefits only 
after they have worked under the program and made contri- 
butions for a specified period of time. Normally, a person 
has to have worked in covered employment for 10 years to 
qualify for retirement benefits at age 65. Less than 10 
years’ work is required for people who are reaching age 65 
now and within the next several years. The time required 
for them is, roughly, one-half the period between 1950 and 
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the date they reach 65. At least one and one-half years is 
required in every case. This means from one and one-half 
to 10 years of work, depending on how soon an individual 
reaches 65. . 


It is not important that you remember the details of these 
eligibility requirements. What is important is to recognize 
the element of time in the eligibility requirements and what 
this means in terms of maturing of the program. It is impor- 
tant, too, to recognize that substantial progress has been 
made under these requirements over the years. About 60 
million persons now contribute in the course of the year to 
the program, and some 25 million have paid in long enough 
to be permanently insured for benefits even if they have no 
more work in covered employment. 


There are now some 3.8 million persons 65 years of age 
and over who are receiving benefits under the program, 
either as workers who have retired, as their dependents, or 
as aged survivors. This is about 40 percent of the present 
retired aged. With present employment coverage, 15 or 20 
years from now about 80 percent of the aged population 
will be eligible for benefits. If employment coverage were 
to be made substantially universal, some 15 or 20 years 
from now almost all of the aged population would have the 
protection of the program to fall back on in case of loss of 
income due to retirement, or to the death of the family bread- 
winner. 


Extending coverage does nothing, however, for the nearly 
six million uninsured persons who are already 65 years old 
and who have retired from gainful employment. About one 
million of these persons are receiving retirement benefits 
under another public retirement system. This leaves about 
five million persons with no retirement protection, of whom 
some 2.2 million are currently receiving old-age assistance. 
These five million are, for the most part, persons who are 
too old or have been too much disabled to have had much 
of any kind of employment after 1936, persons who have 
worked in noncovered employment, and their dependents and 
survivors. 


Since the early 1940’s, there has been some interest in 
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making special provision under the old-age and survivors 
insurance program for those aged persons who are already 
retired and who therefore will have no opportunity to acquire 
insured status on the basis of their own earnings record. 
We are now seeing a quickening of that interest with definite 
proposals being considered by various groups. 


The arguments go something like this. The basic re- 
sponsibility for protection against loss of income is that of 
the old-age and survivors insurance program. Almost all of 
the present noninsured retired aged have been dependent on 
current earnings for their support in the earlier years but 
without opportunity for coverage. Ways should be found to 
create a situation now which will be essentially like that 
which would exist in 15 or 20 years if employment coverage 
were to become substantially universal and with practically 
everyone being eligible for benefits for himself and his de- 
pendents when he reached age 65 and retired. Those inter- 
ested in taking action along these lines generally agree 
that the basic character of the old-age and survivors insur- 
ance system as a wage-related contributory program should 
be preserved. Some would concomitantly withdraw Federal 
funds from old-age assistance, leaving the responsibility 
for meeting the additional needs of aged persons to the 
States and localities. 


There are definite limitations on the extent to which pro- 
posals of this kind are susceptible to analysis in terms of 
data and objective findings. Such facts as we have can as- 
sist in making decisions and point toward the consequences 
of decisions. Research provides us with certain tools we 
can use. What is to be done about proposals such as these, 
however, is a question outside the realm of research and 
fact-finding and in the realm of public policy where the in- 
tangibles of political and philosophic considerations are 
as important -- and often more important -- than our data. 
This is true, for example, of how we feel about the wage- 
related nature of the insurance program, the method of fi- 
nancing, and what we believe about maintaining the stan- 
dards of the Federal-State old-age assistance program. I 
shall not attempt to develop the pros and cons of taking 
either affirmative or negative action in relation to those 
public policy issues but to examine how facts which we have 
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bear upon some of the elements in their consideration. 


Let us first see what data we have which will throw light 
on the assumption that the present retired noninsured aged 
were for the most part dependent on their earnings for sup- 
port in the years before their retirement and that the major 
reason why they are ineligible for benefits is that they did 
not have opportunity to be covered in their working years. 
A special study undertaken by the Bureau of Public Assis- 
tance just prior to the 1950 amendments to the Social Se- 
curity Act, a study carried on with the cooperation of State 
welfare agencies and the Bureau of Old-Age and Survivors 
Insurance, provided us with some information about the em- 
ployment records of old-age assistance recipients who make 
up about half of this group. 


Eighteen percent of the old-age assistance recipients 
included in this study (a scientifically selected sample of 
all individuals approved for old-age assistance in April 1949 
and stillreceiving assistance in March 1950) were receiving 
old-age insurance benefits. An additional one percent had 
had enough quarters of coverage to qualify, and as a by- 
product of the study were referred to the local old-age and 
survivors insurance field offices to have their eligibility 
for benefits established. One-third had had enough employ- 
ment to have met insured status requirements if they had 
been working in covered employment. Slightly more than 
one-third reported no employment after 1936. These were 
largely very old people; a large proportion were wives, wi- 
dows, and single women. Somewhat less than 10 percent 
had had some employment but not enough of any kind to 
qualify.’ Predominately, these old-age assistance recipients 
had been earning their living in earlier periods through their 
own employment, or had been the wives of such workers. 


Now let us see what kinds of noncovered employment 
these people had. About one-fourth reported that their main 
occupation had been as self-employed farmers, an occupa- 
tion still not covered by the old-age and survivors insurance 
system. About 40 percent had been farm or domestic workers 


: The employment record was incomplete for between 3 and 4 percent of the old-age 
assistance recipients included in the study. 
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who, if they were working today, would be covered if they 
met the test of regularity of employment with a single em- 
ployer. An additional one-fifth had been engaged in self- 
employment other than farming. Nonagricultural self-employ- 
ment, withthe exception of self-employed professional work- 
ers, was covered by the Social Security Act under the 1950 
amendments, too late to help these old-age assistance re- 
cipients but providing an opportunity for persons in these 
types of self-employment to acquire insured status on their 
own earnings record in the future. 


Data from this study confirm a point which we considered 
earlier, that different parts of the country are differently 
affected by the nature of the noncovered occupations. If we 
compare the types of non-covered employment for the north- 
east and southeast, for example, we find that if nonfarm 
self-employment had been covered prior to 1950 and during 
the working years of these old-age assistance recipients, 
about 30 percent of the noncovered group might have arrived 
at age 65 eligible for old-age insurance benefits in the north- 
east as compared to a little more than 10 percent in the 
southeast. Almost the reverse is true for those who operate 
their own farms -- still an occupation outside coverage -- 30 
percent had had their largest number of quarters of work in 
farm self-employment in the southeast as compared to about 
7 percent in the northeast. 


Let us turn now to the some 2.6 million persons who cur- 
rently have no income from either earnings, social insurance 
benefits (including all public retirement systems), or public 
assistance. Census data, income-tax data on special exemp- 
tions for the aged and the blind, and data from other avail- 
able sources give us some idea of who these people are and 
what resources they have. 


Eight in 10 of these persons are women. About three- 
fourths are widows who could have been eligible for old-age 
insurance benefits if their husbands had been insured when 
they died. Fewer than one-half have households of their 
own. The proportion living with relatives and in institutions 
is considerably higher than for the aged population as a 
whole. The data suggest that while some of these people 
are well-off, some 6 or 7 out of 10 have no money income of 
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their own. Many would probably be eligible for old-age as- 
sistance if they applied, since there is a sizeable concen- 
tration at the zero or near-zero income classification. 


In studies overthe years asto how the retired noninsured 
aged could be brought under old-age and survivors insurance, 
two basic plans have emerged. These two plans are alike 
in certain fundamental aspects. Both would provide a basic 
fixed noncontributory benefit which would be payable to all 
persons now 65 and over who do not meet the insured status 
requirements of the old-age and survivors insurance program 
when they retire. This noncontributory amount would become 
the old-age and survivors insurance minimum payment. Under 
both plans, all persons who have contributed directly to the 
program and meet the insured status and retirement require- 
ments would receive over and above the minimum an amount 
which would be determined as at present by applying the 
benefit formulato the average monthly wage. In our capacity 
as vocabulary builders, we have come to refer to these as 
lower and upper decks, the noncontributory benefit repre- 
senting the lower deck and the contributory amount the upper 
deck. Those blanketed in would be eligible for the lower 
deck only; the regular contributors to the program for both 
decks. 


These two plans differ in one important aspect. Under 
one plan, the noncontributory benefit would become a per- 
manent feature of the system. All persons who reach age 
65 without insured status and retire, now and in the future, 
would be eligible for the noncontributory benefit amount. 
Even if coverage were extended to all gainful employment, 
there will always be some persons who willreach their sixty- 
fifth birthday and not be eligible for contributory benefits 
as insured workers or as dependents of insured workers, be- 
cause their attachment tothelabor market has been marginal. 
Persons who have had long years of disability would fall in 
this group. Under this plan, these persons would be eligible 
for the minimum amount whenever they reached age 65 and 
retired. 


The other plan would provide a noncontributory benefit 
for atemporary period only through granting a limited number 
of quarters of coverage in the nature of a ‘“‘prior-service 
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credit’’ to all adults. All retired persons aged 65 would be 
eligible for benefits immediately, and all persons within a 
stated number of years short of attatnment of age 65 would 
be assured retirement benefits. Persons needing more than 
the granted number of quarters of coverage to be insured 
when they reach age 65 would have to obtain them through 
work in covered employment. Under this second plan, the 
blanketing-in process would be a transitional part of the 
program, thus maintaining more closely the basic character 
of the old-age and survivors insurance program. 


Under either of these plans, if the basic character of 
the old-age and survivors insurance program is to be main- 
tained, it is essential that coverage be extended to practi- 
cally all occupations. If this is not done, we will continue 
to have in the future sizable numbers of persons reaching 
65 and retiring without insured status or dying without full 
protection for their survivors. 


Without going into the circumstances under which either 
of these plans would appear to be better from a program 
standpoint, let us move to a consideration of what is per- 
hapsthe most difficult problem which arises under both of 
them and is of central importance in terms of the interrela- 
tionships of the old-age and survivors insurance and old- 
age assistance programs. This is the question of setting 
the amount of the noncontributory benefit. The objective 
here, as outlined for us by the various individuals and groups 
who have been interested in the problem, has two prongs: 
one, that this amount should be high enough to materially 
affect the need for old-age assistance and, the other, that 
the wage-related contributory nature of the old-age and sur- 
vivors insurance program should be maintained. The second 
part of this objective sets some outer limits on the first, 
since if the wage-related contributory character of the old- 
age and survivors insurance program is to be maintained, it 
would seem essential that contributors get substantially 
more in the way of benefits than noncontributors. 


Let us roughly test out certain figures. If we begin with 
the present old-age and survivors insurance minimum bene- 
fit, which is $25, and look at the distribution of old-age as- 
sistance payments for December 1952, we find that 86 per- 
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cent were higher than this amount in that month. If we move 
up to $35, which is the equivalent of the maximum amount 
of Federal matching in old-age assistance at the present 
time, we find that almost 70 percent of old-age assistance 
recipients had payments higher than this in December 1952. 
Some few States, and these are largely States near the bot- 
tom of the per capita income scale, had no old-age assis- 
tance payments or very few above $35 in December 1952, 
but most States would continue to have large supplementary 
loads at this level. A few States had as high as 90 percent 
of their payments above $35. 


Assuming that the minimum benefit were fixed at $35,and 
assuming that the states were to supplement it up to the 
level of current old age assistance payments, expenditures 
for supplementation in some 30 states would continue for 
some time in the future to be greater than the sum of their 
state and local expenditures for old-age assistance at this 
time. In this connection it should be noted that about17 
percent of old-age assistance recipients are now receiving 
old-age insurance benefits. In a number of States, from a 
quarter to a third of the old-age assistance recipients are 
also receiving old age and survivors insurance benefits, 
with the resources of these benefits having already been 
taken into account in arriving at the amount of the old-age 
assistance payments. At the other end of the scale are 
States where this overlap is as small as 5 percent and in 
these States the noncontributory benefit would represent an 
additional resource in practically all instances. 


Because of the amount of old-age assistance supplemen- 
tationthat would be needed, a problem which would continue 
for a number of years since the average life expectancy of 
recent old-age assistance recipients is aoubt 10 years, some 
might favor paying a minimum which would more nearly meet 
the assistance needs of aged individuals. In addition to 
the question of cost as the minimum is pushed up, we face 
the problem here of how high this amount can go and still 
make it possible to maintain a substantial differential be- 
tween the contributory and the noncontributory benefit. The 
present average old-age insurance benefit is $49 per month. 
For those who came on the rolls after the 1950 amendments, 
this average is $65. The maximum benefit which an aged 
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insured person can receive is $85 per month. Family bene- 
fits, of course, go above these amounts. Some adjustment 
would have to be made in the benefit formula to arrive at 
what we have called the upper-deck amount, but here we 
face the question at the other end of the scale as to whether 
we can expect that the maximum old-age insurance benefit 
can go up to any substantial degree. If the maximum cannot 
be raised substantially, the next question is the extent to 
which the range between the maximum and the minimum -- the 
contributory and noncontributory benefit -- can be narrowed 
by pushing up the minimum without questions being raised 
by those who make direct contributions into the program as 
to the value of their continuing to do so. 


Another important set of questions needing exploration 
is how a noncontributory benefit might be financed. The 
limitations of time do not permit an analysis of data which 
might throw light on these questions, but they too involve 
problems of concern to both the old-age and survivors in- 
surance and old-age assistance programs. 


And now, a final word. We have given consideration to 
the analysis of a real problem, one currently under consi- 
deration. We have been able to cover only certain of its 
aspects. The job will not be done until we are sure that 
we have found and used all available sources of data in 
our attempt to understand the principal characteristics of 
this problem. The resolution of the problem, the question 
about what to do with proposals which are being made, lies 
in the realm of public policy. The solution is not the re- 
sponsibility of research workers, or of experts of whatever 
kind, but of all of the citizens of the country acting through 
their elected representatives. 














SOCIAL WELFARE Seymour E. Harris, 
IN AN Professor of Economics, 


EXPANDING ECONOMY Harvard University 


According to an excellent survey by the Social Security 
Administration, the social welfare expenditures under civil- 
ian public programs amounted to $7.8 billion in 1936-37 
and $23.4 billion in 1950-51.’ Was the latter figure too 
much or too little? 


Obviously a precise answer is not possible; and the 
answer is a matter of judgment. Much depends on the level 
of the national income, the source of all expenditures; the 
tax burden; the tax system; the extent to which the benefits 
are based on contributions by the beneficiaries; the drains 
of other essential programs, and in particular the military; 
the effects upon income of the various programs; the pattern 
of spending the ‘‘welfare’’ dollar. 


We shall consider these and other aspects below. One 
general observation would be helpful here. In periods of 
prosperity more is available for welfare; but less is needed. 
At least this is true in periods of relative peace. In de- 
pression, more is needed and less is available. But never- 
theless the proper policy is additional spending. 


From the years 1903 to 1928, the cost of welfare programs 
exclusive of education and veterans fluctuated between .44 
and .64 percent of the national income.” Corresponding 
outlays in 1950-51 accounted for about 2 percent of the 
national income. There clearly have been important advan- 
ces since the pre-New Deal days.° 


From 1936-37 (the beginnings of the Social Security pro- 
gram), to 1950-51, the total outlays rose by 15% billion 
dollars (7.8 to 23.4 billion dollars), with the percentage of 
national income devoted to social welfare programs declin- 
ing from 11 to 9 percent. In a period during which personal 


t Social Welfare Programs in the United States, SOCIAL SECURITY BULLETIN, 
February, 1953, p. 8. 
2 Total annual output of goods of the nation expressed in dollar terms. 


3 IBID., p. 7. 
43 











per capita income after taxes adjusted for price changes 
had risen by almost 45 percent, the percentage of income 
diverted to welfare had fallen from 11 to 9 percent. At 
least these figures do not point to excessive spending for 
welfare. Incidentally, the British spend roughly 50 percent 
more relative to income on welfare than does the United 
States, though its per capita income is but 40 percent that 
of the United States. * 


THE TAX BURDEN 


If the tax burden is unbearable or even impairs incentives 
seriously, then the appropriate conclusion may be that too 
much is being spent on welfare. In an able analysis of this 
problem at the 1949 Annual Meeting of the National Confer- 
ence of Social Work, Professor Eveline Burns, even at that 
time when taxes were much lower than today, emphasized 
the disincentive effects of high marginal tax rates, that is, 
rates on the highest increment of income. 


Tax burdens are indeed heavy. But it is well not to ex- 
aggerate either the burden of taxes levied or the effects of 
not levying heavy taxes and incurring debt. First, because 
a large part of the tax burden is not a drain onthe economy. 
Thus in 1952, the estimated tax revenues were around 68 
billion (federal) and $25 billion (state and local); but the 
actual drain on the economy, that is, goods and services 
purchased by government, is not 93 billion, but $77 billion. 
In other words, about 15 billion are transfer payments which 
involve tax payments but no drain on the resources of the 
nation. A government outlay for munitions, for example, is 
a drain on the economy inthe sense that resources are used 
up. But not so transfer payments --e.g. payments of interest 
on bonds, involving a transfer of funds from the tax-payer 
to the bondholder, but no drain of resources. Thus, some 
pay into old age insurance funds and others draw benefits.’ 


Second, despite the heavy taxes and the tendency for 
tax rates to rise, national income has continued to rise at 


4 Income from U.K.: ECONOMIC SURVEY OF 1953, and ECONOMIC REPORT OF THE 
PRESIDENT, January, 1953. (My calculations.) Also see F, Weaver, ‘‘ Taxation 
and Redistribution in the United Kingdom,’” REVIEW OF ECONOMICS AND STA- 
TISTICS, 1950, especially p. 203. British figures based on various sources. 


s SURVEY OF CURRENT BUSINESS, January, 1953, p. 12; FEDERAL BUDGET 
IN BRIEF, FISCAL YEAR 1954, p.7. 
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a very satisfactory rate. Tax receipts have increased from 
$7.5 billion in 1933 to close to $95 billion in 1952, or a 
rise of about $87 billion. Undoubtedly, the high rates have 
affected motivation; but in the same period, the gross na- 
tional product in money terms rose by almost $300 billion 
or 5 times, or by 2 times in real terms. Obviously the effects 
of higher taxes have been far short of calamitous. °® 


Third, even the national debt, associated in part with 
large expenditures and the difficulty of relying exclusively 
on taxes, is not the serious evil frequently pictured. Indeed 
the interest on the debt costs 5 billion more per year than 
twenty years ago. But against the gains of the economy this 
is indeed not a substantial item. Our total output of goods 
and services, which provides the government with its reve- 
nues, rose 60 times as much in these years. Moreover, the 
total debt outstanding relative to this output is 40 percent 
less than at the end of the war.’ 


TAX BURDENS AND TAX STRUCTURE 


It is possible to reduce the burden of a welfare program 
with a corresponding reduction of the burden of a given 
amount of taxes. For example, the tax authorities in the 
United States do not pay sufficient attention to marginal 
rates. It is often better to raise additional revenue, by al- 
locating the tax over a larger part of income, than by raising 
marginal rates too much. The effects on production are better. 
Despite its high marginal rates, the British have been more 
alerted to this problem than Washington authorities. 


Again, it is possible to reduce the tax burden by trans- 
ferring more responsibilities to larger governmental units. 
As the responsibilities of government have increased, there 
has been a tendency for federal outlays to rise, greatly. 
With the impact of a great depression and later of inflation, 
with the effects of war, with the greater mobility and hence 
need of wider administration, with the arrogation of produc- 
tive revenues by federal government, the responsibilities 


a Income figures from ECONOMIC REPORT OF THE PRESIDENT, op. cit; the Tax 
Foundation, FACTS AND FIGURES, 1946-1947, p. 45. 


7 
Debt figures from TREASURY BULLETIN, December, 1952. 


45 














have fallen largely on federal government. For example, 
in 1933, federal taxes were less than one-quarter of all taxes 
but are now close to three-quarters. Again, state tax col- 
lections were but 36 percent of local government tax collec- 
tions; but nowthey are close to80 percent.® Larger govern- 
mental units have assumed increased responsibilities, be- 
cause state government and, a fortiori, local governments 
have not been able to raise the revenues required to meet 
the new responsibilities. These governments do not have 
the federal government’s capacityto borrow or create money; 
and the latter has arrogated to itself the most productive 
sources of revenues. Thus the income and profits taxes 
are the most productive and most equitable of taxes. The 
federal government expects to raise $55 billion through these 
taxes in fiscal year 1954, or more than 80 percent of her 
tax receipts; but in the calendar year 1952 state and local 
governments raised but 7.2 percent ‘of their revenues in this 
manner, or roughly $2 billion. But the general property tax 
(GPT)the most inflexible and probably the most inequitable 
of all taxes, accounted for 34 percent, or about 8 billion, 
of state and local taxes and around 53 percent of local taxes. 
An indication of inflexibility: In a period when national 
income rose by 5 times, the yield of the G.P.T. rose only 
by about 60 percent.° 


It is a safe assumption that insofar as the federal govern- 
ment assumes responsibility for tax collection as against 
state government, and the latter against local government, 
the more adequate tax revenues will be and the more servi- 
ces are likely to be rendered. Greater dependence on federal 
vis-a-vis state and local, and state vis-a-vis local means 
more dependence on productive and equitable taxes and a 
greater degree of welfare service on the basis of needs. In 
Massachusetts, for example, where state and local govern- 
ment depends twice as much relatively on the G.P.T. as all 
state and local governments, and where state aid to educa- 
tion is 15 percent of public school outlays, as against 45 
8 Survey of Current Business, January, 1953, p. 12; FACTS AND FIGURES, p. 45; 


and Bureau of the Census, COMPENDIUM OF STATE GOVERNMENT FINANCE, 
1951, p. 11. 


9 FEDERAL BUDGET IN BRIEF, 1954, p. 7; and SURVEY OF CURRENT BUSINESS, 
January, 1953, p. 12; and CALIFORNIA INTERIM COMMITTEE ON STATE AND 
LOCAL TAXATION, Part III, 1951, pp. 483-84. 
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percent in the nation, the public school system is suffering. 


Both the need of modernizing local taxation systems 
(e.g., less dependence on G.P.T.), and the greater reliance 
on state and federal aid is suggested by the following: 


**. .. In states having small districts, the difference in 
ability to support the educational program from local sources 
are often as great as 10,000 to 1. Even in states having 
larger school districts such as the county unit states, the 
more wealthy areas usually have from 10 to 25 times the 
abilityto support the public school program from local school 
funds as the least wealthy states.”’ 


Again, the 5 states with the highest average income 
($7,229) behind each child, 5-17 years, spent 1.55 percent 
of income on schools; but the 5 states with lowest incomes 
($1,994) spent 2.03 percent. !° 

These issues are especially important for welfare pro- 
grams. In 1936-37, it will be noted that federal contribu- 
tions accounted for $3.16 billion of $7.77 billion of welfare 
outlays, or 40 percent; but in 1950-51, the $9.6 billion pro- 
vided was still but 40 percent; and excluding contributory 
insurance but 37 percent. These trends occurred in a period 
when the share of federal taxes rose from 38 to 70 percent. 
In other words, welfare outlays as a percentage of federal 
income declined by about one-half. The heavy burden of 
war accounts in large part for this new pattern of spending. 


What these figures suggest is thatthe federal government 
has in face thrust the burden of welfare outlays primarily on 
the state and local governments. Welfare outlays accounted 
for $4% billion as compared to $7 billion of tax receipts of 
state and local governments in 1936-37 and $13.7 as com- 
pared with $25 billion of tax receipts in 1950-51. 


Not alone the total of welfare outlays but also the par- 
ticipation in various programs should be noted. 


10 BIENNIAL SURVEY OF EDUCATION and EDUCATIONAL FINANCE ACT OF 
1947, Senate Report No. 425, 80th Congress, lst Session, pp. 14, 16; FSA Circular 
No. 271, PUBLIC SCHOOL FINANCE PROGRAMS OF THE FORTY-EIGHT STATES, 
1950, p. 12. 
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SOCIAL WELFARE EXPENDITURES, 
TOTAL ALL GOVERNMENTS AND PERCENT 
BY FEDERAL GOVERNMENT, 1950-51 


S$ Million % Federal Contribution 


All 23,367 41 
Education 7,627 2 
Veterans’ programs 5,506 94 
Social insurance 4,642 58 
Public Assistance 2,583 46 
Health and Medical 2,512 13 


Source: Social Security Bulletin, February, 1953,  p. 8 
(My calculations.) 


This particular allocation of federal welfare funds raises 
several important issues. 


One has already been adumbrated. Given the reduced 
part played by the federal government when compared with 
the federal share of revenues, financing of welfare expendi- 
tures becomes difficult. 


A second is that the allocation of federal welfare dollars 
tendsto favor some programs against others. Thus veterans’ 
programs account for more than one-half of the federal gov- 
ernment outlays; but health and medical services only 3 per 
cent and education slightly over 1 percent. In state and 
local outlays, the proportion for veterans is less than 3 per 
cent; for education, 55 percent; for health and medical ser- 
vices, 16 percent. 

It is not perhaps unreasonable to contend that the servi- 
ces favored by federal finance tend to obtain excessive 
public funds, whereas those dependent on state and espe- 
cially local finance receive inadequate funds. Thus veterans 
are favored, and education and medical services neglected. 
(See table.) What is more, when the federal government 
uses grants-in-aid, state and local governments tend to 
spend disproportionately on programs aided by the federal 
government. They, therefore, tend to spend not on the basis 
of priorities of need but rather on the basis of availability 
of federal funds. 
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CONTRIBUTORY WELFARE PROGRAMS 


The burden on the economy is not measured merely by 
the total public outlays. A substantial part of the total is 
in the form of insurance. In 1936-37, $473 million, or 8 
percent, were spent out of social insurance funds; in 1950- 
51, the amount involved was $4,642 million, or 20 percent. 
In other words, more than one-quarter of the rise in all wel- 
fare outlays is accounted for by the growth of contributory 
insurance. What is paid out is largely what is paid in by 
the beneficiaries, or by employers on behalf of the benefi- 
ciaries. Even the latter is primarily not a new cost to the 
taxpayer, for according to accepted theory of incidence, the 
major part of the employers’ payments are received back 
primarily in the form of reduced wages and secondarily, 
higher prices. 


Actually, it should be noted that taxes paid by employers 
and employees under these programs exceed the expendi- 
tures. Thus we can explain assets of $17.2 billion in the 
Old Age and Survivors Insurance Trust Fund and $9 billion 
in the Unemployment Trust Fund in November 1952. !! 


So strong has the pressure for tax reduction become that 
there is considerable agitation now for the government to 
cut payroll taxes and thus gradually to use up these reserves. 
The result would be a pay-as-you-go plan of insurance. This 
is likely to mean reduced benefits, for the burden of finan- 
cing would be put exclusively when benefits were paid -- 
and notably when there are many old and unemployed. Any 
such method of tax reduction would either not in fact be tax 
reduction (for later taxes would have to cover taxes cut plus 
interest) or there would be a reduction of benefits. 


GROSS AND NET SPENDING FOR SOCIAL WELFARE 


It dczs not follow that additional spending for social 
welfare represents a net addition to the burdens on the 
economy. It is necessary to consider (1) the extent to 


1) SOCIAL SECURITY BULLETIN, February, 1953, p. 24. 
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which public expenditures are merely substitutes for private 
outlays and (2) the net rise of income associated with wel- 
fare programs. 


Under (1), the contributions to old age and unemployment 
insurance are in part a substitute for savings that would 
have been made privately by employers or employees. Hence 
the net contribution is much less than the gross contribution. 


A national health insurance program might increase gov- 
ernmental expenditures by 8 to 10 billiondollars. We should 
remember, howe ver, that we are already spending these sums 
for medical care, and the substitution of governmental col- 
lection and expenditure of such funds would add no burden 
to the economy.!? In other words, national health insurance 
would be a mechanism primarily for improving the distribu- 
tion of medical services and facilities and, secondarily, for 
siphoning more money into medicine. An incidental and im- 
portant effect, should such a system operate efficiently, 
would be a much better use of the medical dollar -- e.g., 
more outlays for hospitals, physicians, tests and less for 
patent medicines and quack practitioners, and savings in 
administration costing about 20 percent under private plans. 


In all welfare programs, when the taxing power is used, 
the objective may well be a changed pattern of consumption. 
In this sense the net effect is more public consumption of 
one kind and less private of another. The authorities, for 
example, may divert outlays from tobacco and alcohol to 
education, medicine, and recreation. In fact, the British 
experience since pre-war has largely been one of taxing the 
beneficiaries, not others, and forcing them to cut expendi- 
tures on non-essentials and increase outlays on medicine, 
education, etc. Thus we can explain a rise of prices of 
tobacco of almost 300 percent and of alcoholic drinks of 
almost 200 percent since prewar. Higher taxes are the pri- 
mary explanation, the receipts being used to a substantial 
degree in financing welfare programs. 


121s. Falk, ‘‘The Need, Potential and Implications of Compulsory Health Insurance”’ 
in REPORT OF THE PRESIDENT’S COMMISSION ON THE HEALTH NEEDS OF 
THE NATION, Vol. 4, p. 69 
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In this connection, we should note some aspects of un- 
employment insurance. The tax off-set arrangement was 
adopted on the theory that only in this manner could inter- 
state competition to keep rates and benefits down be shack- 
led. Actually, the system has not worked in this manner. 
The experience rating system, which grants reductions in 
rates on the theory that a good employment record is the 
result ofcontributions by the employers instead of the effects 
primarily of forces not under his control (as they are not) -- 
this system unfortunately has enabled states to indulge in 
unwise competition, with the result that the optimum loca- 
tion of industry has been disturbed by this federal legisla- 
tion and the unemployment reserves deprived of about one- 
half of its current potential of $16 billion. 


A repudiation of merit rating; a centralization of the re- 
serves so that funds would be available according to un- 
employment with a fairly uniform benefit schedule related 
to wage structures; and the improved administration to ex- 
clude abuses by beneficiaries -- in this manner billions more 
could be made available for welfare without substantial 
rises of costs. (Consider again the theory of the incidence 
of unemployment insurance.) 


The second point to consider under the heading of gross 
and net outlays is that welfare programs contribute towards 
higher incomes and therefore against the costs should be 
put the gains in income. No one would deny that the $23 
billion spent on welfare raises income by more than $23 
billion. Or would any one? 


Consider the $7-8 billion spent on education. Surely 
our income would fall by many times this sum if education 
were not available. Surely the same remark applies to the 
13-14 billion dollars being spent for medicine, of which 
government outlays were more than $3 billion (inclusive of 
medical outlays for veterans).'? Thus it has been officially 
estimated that the country suffers from 325,000 preventable 


13 SOCIAL SECURITY BULLETIN, February, 1953, p. 8, and S. E. Harris, ‘‘Medical 
Care Expenditures,’’ OP. CIT., p. 8. 
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deaths per year; and that the nation loses 4.3 million man- 
years of work through bad health and $27 billion of national 
income through sickness and disabilities.'* Even if these 
figures are subject to some reservations, they are sugges- 
tive. Outlays on preventive medicine, on hospitals, even 
for unemployment insurance and old age insurance and as- 
sistance contribute towards better health and improved in- 
come. Who would deny that an increase of public outlays 
for preventive medicine from $1 per capita to $4 percapita 
would yield dividends many times the rise of cost? 


One reservation is necessary, and especially in relation 
to medicine. The siphoning of more funds into medicine 
should not be at a rate greater than suggested by excess 
capacity and the provision of additional personnel and faci- 
lities. Otherwise, the increase would be wasted in price 
and income inflation. 


Finally, let us not forget that the several welfare pro- 
grams can and do contribute towards economic stability, 
and therefore to higher incomes. Thus the $23 billion col- 
lected under CASI from 1937 to 1952 (mainly since 1940) 
and the excess over outlays of $8.3 billion of the unemploy- 
ment trust funds contributed mainly a deflationary factor 
when the dominant pressures were inflationary. This is all 
to the good. The outlays of $10.3 billion in unemployment 
benefits contributed towards sustaining the economy of the 
nation in the infrequent periods of recession and in the fre- 
quent periods when many states and regions suffered large 
amounts of local unemployment (e.g., textile towns in New 
England or coal towns in Pennsylvania. 


In the future, this aspect of the problem will become more 
important. In the absence of the extension of war and the 
gradual cutting of military outlays, the availability of a $23 
billion social welfare program will contribute greatly towards 
a floor on spending. In potentially depressed years, the 
effects will be to weaken the downward cumulative forces 


1 
*THE NATION’S HEALTH, A REPORT TO THE PRESIDENT by O. Ewing, 1948, p.1. 
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and for every dollar spent, the gains of incomes may well 
be 2-3 dollars. It is assumed that in such periods the gov- 
ernment will finance these programs largely through drawing 
on insurance funds or loans. Had the government followed 
the original philosophy of social security legislation, the 
amounts available in reserve might well have been as much 
as $50 billion instead of about one-half as much. Then there 
would have been less inflation and also stronger props 
against deflation later. In no small part because of these 
welfare programs, we are in much better shape to prevent a 
depression that, on the parallel of the thirties, might well 
wipe out about $1,200 billion of income in the next 16 
years, an amount (allowing for price changes) equal to 2-3 
times the cost of World War II. A threat of a serious depres- 
sion would require, of course, not only the maintenance of 
the current welfare programs but to be supplemented by ad- 
ditional outlays for assistance and public investment. 


NEEDS AND RESOURCES 

As we said earlier, the amount to be made available for 
social welfare depends upon income and other claims on 
income inclusive of governmental responsibilities. But needs 
are of course also relevant. 


A word further on income. In the years 1936-37 to 1950- 
51, about 7 percent of the rise of Gross National Product 
was made available for social welfare programs. What of 
the future, as our income continues to grow? 








$ Rise Gross Rise & Stable 
National Product Purchasing 

Last Quarter 1952 Price 

(1952 dollars) 

$ Billion $ Billion 

Over 1933 299.4 232.7 
Over 1945 140.2 39.1 
Over 1950-Pre-Korean War 84.6 50.7 


Source: Economic Report of the President, January 1953, 


pp. 165-66. 
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Should the Gross National Product rise by 30 percent 
over the next 10 years (substantially less than 3 percent 
a year or the doubling since 1929, or the rise of close to 2 
times since 1933 or 16 percent since the Korean War), then 
Gross National Product would rise by $110 billion in dollars 
of stable purchasing power and probably at least by $160 
billion in current dollars. Then $15 billion additional should 
be available for social welfare programs on the assumption 
that their proportion to national income shouldbe maintained. 
Should the military program be reduced, then the case for 
increased welfare programs would be strengthened, both be- 
cause of the support thus given to the economy and the con- 
tribution towards higher income, and also because of the 
availability of tax resources. In a less militarized economy, 
larger resources would become available for welfare. 


Perhaps in the absence of serious depressionthe greatest 
mistake would be to concentrate the gains of demilitarization 
on the taxpayer. Part of the gains should go for social wel- 
fare programs both at home and abroad. Nor should the 
government dispose of $50 billion or more of off-shore oil 
and increase the cost of debt financing by $100 billion in 
the next 25 years, as its present policies suggest, and at 
the same time complain of heavy tax burdens and deficits. 
With the probability of needs of additional spending, the 
gains of income as military outlays decline would probably 
more than offset the additional outlay. With substantial 
unemployment, tax reduction, using up security reserves 
and financing welfare out of deficits, would make significant 
contributions. 


A word about needs. Perhaps the under-cultivated fields 
are medicine, education, unemployment, and sickness in- 
surance. A program of national health insurance, or subsi- 
dized private insurance greatly expanded (along the lines 
of the excellent report of the President’s Commission on 
the Health Needs of the Nation), would not only create 
income through better health but would slow up the rapid 
rise of medical costs paid by the tax-payer. In education 
the increase of enrollment of about one quarter expected in 
the fifties, the backlog of construction needs, the underpay- 
ment of teachers, the failure generally of educational out- 
lays to keep up with the growth of standards of living and 
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incomes (and despite the growing magnitude of the task) 
suggests the need of large contributions by both federal 
government and state government. 


Unemployment insurance is ina serious state even though 
the country has experienced the greatest period of prosperity 
over the last 11 years. A depression of the magnitude of 
the thirties would involve workers in loss of income of $65 
billion yearly; yet over 15 years the accumulation of unem- 
ployment reserves in toto has been but $8 billion. 


Along the same lines a serious gap prevails in sickness 
insurance. For 1951, the Social Security Administration 
estimated income losses resulting from illness at $5.4 billion. 
But voluntary insurance benefits met only $456 million of 
this bill.'5 In addition, four states now have sickness in- 
surance; but the population of these states cover only 
1/4 - 1/5 of the nation’s population. 


CONCLUSION 


Outlays on welfare tend to rise as incomes increase. For 
example, from the early part of the century to the present 
the ratio of costs of public welfare, narrowly defined, to 
national income rose by 3 times. But under the strain of 
military pressures from 1936-37 to 1950-51, the proportion 
of costs of all civilian public welfare programs to income 
declined from 11 to 9 percent. The total amount involved 
was 7.8 and 23.4 billion dollars, respectively. Since about 
20 percent of the rise is associated with contributory pro- 
grams, the net rise of cost tothe general taxpayer was much 
less than here suggested. What is more, this drop from 11 
to 9 percent occurredin aperiod when the real (in goods) 
per capita income had risen by 45 percent. Hence welfare 
is less important relatively than it was 15 years ago. 


Welfare potentials depend not only on income but also 
on tax burdens which are admittedly high. But though taxes 
are up from 7¥% to 95 billion dollars in 20 years, the gain of 


15 socIAL SECURITY BULLETIN, December, 1952, p.7. 
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the gross product has been about $300 billion. At least the 
net growth of the economy does not suggest calamitous 
effects of taxes. 


In the future we may expect continued gains of income. 
Even if real incomes rise but 30 percent (a small proportion 
on the basis of past experience) in the next 10 years (and 
money incomes by 50 percent), welfare outlays should rise 
by about $15 billion if they are to continue as large as in 
the economy as today. Greater military demands would cut 
these gains; but unemployment would make even larger out- 
lays necessary. 


The fact is that there are serious gaps in welfare pro- 
grams. These arise partly from the small payments now 
made -- the major programs yield one-third of the average 
incomes obtainable in the free market by the employed. 
Programs financed primarily by the federal government are 
favored over others, because the federal government arro- 
gatesto itself the most productive and most equitable taxes. 
(Federal government raises 80 percent of its revenue from 
income and profits taxes; state and local governments, only 
7 percent.) Federal government finances 94 percent of the 
veterans’ bill, 58 percent of social insurance, 46 percent of 
assistance; but only 13 percent of health and 2 percent of 
education. It is not surprising that, for example, educational 
finance becomes a fight between the real estate lobby and 
parents and teachers. Whereas in a recent period of 15 
years the federal government’s share of taxes doubled, her 
share of welfare outlays declined. 


In an important sense welfare programs are not nearly so 
costly as they seem to be. First, because they increase 
income more than they cost the economy. Where would our 
income be without the outlays of $3 billion on public medi- 
cine and 7-8 billion dollars on education? Second, because 
part of the outlays are substitutes for private expenditures. 
In many programs, the objective isto bring about an improved 
spending pattern: less on alcohol and tobacco and more on 
health, as in Great Britain. Third, because the programs 
are stabilizing factors. The accumulation of $25 billion in 
old age and unemployment insurance has softened infla- 
tionary pressures in the last 15 years and payments have 
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weakened the infrequent deflationary pressures. In the 
future the availability of $25 billion of reserves, which 
could as well have been $50 billion, together with public 
investment programs, will soften the blow of potential de- 
pressions. (A depression of the 1930’s level (most unlikely) 
could cost $1,200 billion, or 2-3 times the cost of World 
War II.) 


Great advances could be made in providing a more effec- 
tive welfare dollar without increasing cost to taxpayer -- 
e.g., through better integration of programs, through spending 
according to genuine needs, not according to which govern- 
ment assumes the responsibility, through greater recourse 
to contributory programs (e.g., in illness and medicine). 


As income rises and military demand abates and espe- 
cially to assure floors on spending, welfare outlays will 
rise. The tax burden should be watched. But government 
should not prune welfare to save taxes and keep down defi- 
cits (the national debt is now only 60 percent as costly in 
relation to the national product as in 1945), and at the same 
time give away $50 billion of resources and introduce a 
debt management policy that may cost $100 billion in a 
generation. Gains of reduced military outlays should not 
be concentrated merely on the taxpayer; the welfare pro- 
grams rather neglected (except for veterans) should receive 
attention. 
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FROM THE PREAMBLE TO THE 
CONFERENCE CONSTITUTION e« « « « e« 


“'The National Conference of Social Work is a voluntary assacia- 
tion of individual and organization members who have joined the 


Conference to promote and share in discussion of the problems 


and methods identified with the field’ of social work and imme- 


diately related fields. The Conference is a forum for such 


discussion."’ 


FROM THE STUDY COMMITTEE 
REPORT (1948)- © e ee eeeeeese 


**The National Conference of Social Work may be regarded properly 
as one of the most important forces in American social welfare. 
Throughout its history, its annual forums and publications have 
had significant educational values for workers and volunteers in 
welfare, health, recreation and related fields. it has had a con- 


structive influence on the entire field of social welfare."’ 





